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1, Press reporis of Aumust 13 announced the estzblishwent of
"veople®s corr unes" ir Honen Province. According to the articles, the
uovement to set up eorrmnes began in April, reached "high tlde" in July
and was basieally corpleted by the end of that month. The comrune 1s
formed by combinin- eollectives and, as a unit, enrages in industrisl,
cormercial, financiel and culturel activities in adcition to agricultural
production end merketini. After reorganization, the original collectives
becone "large production teems," The general pattern of consolidation is
reportedly scversl hg ang to one comune, or oae comunc to each hsiang.

CCTTET: Apperently this is part of the pro-ran for decentral-
jizetion of the countri-aide, wiich Mao referred to carlier this yecr, and
is an effort to further broaden the sociuzlist hase. This corrmunalization
movenent, so far as iu known, hes been confined to two provinces, Honan
and Hopeh, where & tremendous hervest this year serves to support the
regime’s efiorts in atempting the rmovement at this time. OSince weges
will be pald, the Chinese version deviates from & true commune in the
purest sense. The quostions remain, however, as to how much resistence
there will be to this attemnt at further socialization, and as to vhether
China will succeed where the USSR failed in its attempts at corrmnelization.
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2. Accordins to a Chinese announcenicnt, the 1,00C km Pao-t'ou =~
len~chou reil line was completed 30 July.

COITEIT: Tiere is no indicetion of a cete for initiation of
trzffic on this line, It traverses a large area in Inner Mongolia and
Kansu Province previously not scrved by rail anc provides a shorter
connection between the Iung-hei and Trens-3inkiang lines cnd the Trans-
Yongelian 1inc, The Chinese expect that the trofiic burden on the western
portion of the lLang-hai linz, which has suffered from congestion in the
past, will be reduced with the opening of the Peo-tfou - lan-chou line,
This line reflects th: continuing intercst in the establishment of good
nodern trensport connsetions with the forperly remote western areas in
Chinz,
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e A new reil connection with the Soviet border bas been rrovided b
v‘;im restoration of the Mieahur - Hu-1in line 4in northeastern Menchuris
isoutheastern Heilungkians Frovineel, The line wms ononed to trc f7ic on

v July after four months of reconstruction. The line serves & vest agrie.
sultural reclamation erea in Chine.

CGHENT:  This lire: has rensined unrenaired sinee World War I7T,
The Chinese border teruinal. Iu-lin. is ecross the Ussuri River from the
Soviet terminal of Ire on the Trans.Siberian railrcad. Since thers &re
3¢ known bridres or ferrics zcrose the river, it ie not iikely there will
e rmuech international triffic on the rail line. This ie the first Chinese
vall conneetlon with the Ussuri River (a tributary of the Amur) end shonld
faeilitave the flow of traffin from these rivers into the Chirese land

Lransrortation system.
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4o An armonium ticerbonate pilot plant for the production of chenmiesl
Pertilizor in Shan~hel reporicdly went into cperation in May, There has
oean no cormont by the Shinese on successful production at the rlent since
that time,

G TENT:  Thy Jarpe expansion planned for the chemiesl fertilizer
industry is to Le based lergnly on success in the new, small plant pro -ranm.,
There is consideratl' subt “hat the Chinese possess the capebility to

wirly equinment in bosi quality end quantity for tho many new plants schede
od to he built. The omission of corment on tho operations at the Shanghai
slant may indicote thei expeztod difficultios have meterialized. Perforrs: ce
U the esuitment in the nile’ rlsnt and subsequent %rizl ororations rust Le
sugerved belore prosress in vhe expansion prorren can be datormined. At
ary rete. raports indis te tist the aspirotions end claims of the m~ime
A now being suppluntod by the realities of the expansion promran.
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sdgendat  The next mac “ing wiil be 16 Septenmber, at 1400, Room 1121 M.
ituprent ttecs will te dizcussed.
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